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SUBJECT: SOUTH AUSTRALIA'S PETROCHEMICAL PROJECT GETS 
GO AHEAD' SINGNAL ON MINISTER CONNOR'S TERMS. 

REF: MELBOURNE A-44 OF SEPTEMBER 27 AND PREVIOUS. 

1. SUMMARY: THE LONG STANDING PROJECT TO CONSTRUCT A 
PETROCHEMICAL COMPLEX AT REDCLIFFS USING COOPER BASIN 
NATURAL GAS FINALLY RECEIVED A 'GO AHEAD 1 SIGNAL FROM 
THE FEDERAL MINISTER FOR MINERALS AND ENERGY. REX CONNOR. 
WHO ANNOUNCED THAT A CONSORTIUM MADE UP OF ALCOA, ICI. 
MITSUBISHI, AMPOL, CSR, AND THE AIDC WON THE RIGHT TO 
DEVELOP THE A$350 MILLION VENTURE. INITIAL REPORTS INDICATE 
MR. CONNOR HAS HAD AN ALL OUT VICTORY, INASMUCH AS IT IS TO 
HIS TERMS THAT THE PROJECT IS BEING DESIGNED. END SUMMARY. 

2. IN A SURPRISE ANNOUNCEMENT DURING A PARLIAMENTARY 
QUESTION PERIOD, MINISTER FOR MINERALS AND ENERGY CONNOR 
STATED THATA CONSORTIUM CONSISTING OF ALCOA, IMPERIAL 
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MITSUBISHI, THE AUSTRALIAN PETROLEUM COMPANY AMPOL, THE 
AUSTRALIAN SUGAR COMPANY COLONIAL SUGAR REFINING CO LTD., 
AND THE NEWLY REVAMPED AUSTRALIAN INDUSTRIES DEVELOPMENT 
CORPORATION WOULD BUILD AND OPERATE THE PETROCHEMICAL 
COMPLEX LONG PLANNED FOR REDCLIFFS IN SOUTH AUSTRALIA. 
NEGOTIATIONS HAVE BEEN TOUCH AND GO FOR SOME TIME 
BECAUSE OF CONNOR'S INSISTENCE ON MAJORITY LOCAL 
EQUITY AND DISTILLING GASOLINE FROM LPG (BUTANE AND 
PROPANE). IT HAD APPEARED EARLIER THAT DOW CHEMICAL 
WOULD WIN THE CONTRACT SINCE SOUTH AUSTRALIAN PREMIER 
DUNSTAN WAS KNOWN TO FAVOR IT FOR ITS TECHNICAL KNOWHOW, 

AS WELL AS ITS ABILITY TO MARKET EDC, AN IMPORTANT BY- 
PRODUCT OF THE PLANT. 

3. THE ENTIRE PETROCHEMICAL PROJECT ENVISAGES 
EXPENDITURES IN THE NEIGHBORHOOD OF A$350 MILLION, 

INCLUDING DELHI-SANTOS 1 A$125 MILLION INFRASTRUCTURE 
TO BE BUILT IN THE COOPER BASIN AND AT THE REDCLIFFS 
TERMINAL, AS WELL AS AN ADDITIONAL A$225 MILLION FOR THE 
CAUSTIC SODA, CHLORINE AND EDC PLANT AND A$123 MILLION 
THERMAL POWER PLANT TO BE BUILT BY THE SOUTH AUSTRALIAN 
GOVERNMENT. 

4. THEPROJECT’S TIMETABLE NOW REVOLVES AROUND EARLY 
NEGOTIATIONS TO WORK OUT A CONTRACT BETWEEN THE SUPPLIERS 
(335,000 TO 380,000 TONS OF ETHANE ANNUALLY) AND THE 
CONSORTIUM. ONCE THE SOUTH AUSTRALIAN GOVERNMENT PASSES 
THE ENABLING LEGISLATION AND IT IS APPROVED BY THE AUSTRALIAN 
GOVERNMENT IN CANBERRA, THE FIRST GROUND IS EXPECTED TO BE 
BROKEN IN APRIL, 1974, WITH PRODUCTION TO BE ON STREAM BY 
SEPTEMBER, 1977. 
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5. COMMENT: THE STRAINED RELATIONS BETWEEN CONNOR AND 
DUNSTAN HAVE BEEN OVBIOUS FOR SOME TIME AND INSIDERS HAVE 
LONG PREDICTED THAT THE PREMIER WOULD GO AS FAR AS NECESSARY 
IN ORDER TO ENSURE THE SUCCESS OF THE PROJECT ON TERMS MOST 
SATISFACTORY TO SOUTH AUSTRALIA. HOWEVER, THE MINISTER 
APPEARS TO HAVE OUT-FLANKED THE PREMIER BY PUBLICLY 
ANNOUNCING AND SUPPORTING PLANS FOR A COMPARABLE 
PROJECT ON THE NORTH WEST SHELF OF WESTERN AUSTRALIA. 

USING THIS AS A CLUB TO THREATEN THE VERY EXISTENCE 
OF THE REDCLIFFS PROJECT, AND GETTING PRIME MINISTER 
WHITLAM TO FORCE STRICT PARTY OBEDIENCE, ALLOWED CONNOR 
TO GET HIS OWN WAY. CONNOR'S VICTORY LIED IN THE FACT 
THAT A) 

THERE WILL BE AT LEAST 51 PERCENT AUSTRALIAN EQUITY 
PARTICIPATION IN THE COMPLEX THROUGH AMPOL, 

CSR AND AIDC. 

B) THE RESIDUAL LPG (BUTANE/PROPANE) WILL HAVE TO 
BE USED TO PRODUCE GASOLINE. 

AMPOL WILL PROBABLY HAVE TO MARKET THIS MORE EXPENSIVE 
GASOLINE, BUT IS IS UNDERSTOOD THAT CONNOR NOW REGOGNIZES 
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THAT THE ADDITIONAL COST FACTOR IS A PROBLEM AND WILL 
EITHER TRY TO SQUEEZE THE REFINERY'S PROFIT MARGIN OR 
COME UP WITH A FLOATING EXCISE RATE THAT WILL BRING LOWER 
PRICED GASOLINE UP TO AN EQUAL PRICE WITH THAT MANUFACTURED 
FROM PROPANE/BUTANE. 

SOURCES CLOSE TO PREMIER DUNSTAN SAY THAT HE WAS COMPLETELY 

UNWAWARE THAT CONNOR WAS GOING TO MAKE A STATEMENT ON 

REDCLIFFS SINCE A NUMBER OF DETAILS, SUCH AS INFORMING 

DOW THAT THEY HAD LOST. HAD NOT YET TAKEN PLACE. THESE SAME 

SOURCES CLAIM THAT DUNSTAN HAD NO CHOICE BUT TO 

CAPITULATE TO CONNOR BECAUSE HE WAS BOXED IN POLITICALLY - 

ONE CLOSE ASSOCIATE BLAMED "DIRTY POLITICS". IT IS ALSO 

UNDERSTOOD THAT EVEN THOUGH DOW HAD AT ONE TIME APPEARED TO OFFER 

UP TO 30 PERCENT LOCAL EQUITY, IN THE LAST ANALYSIS THEY REFUSED TO 

ALLOW LOCAL PARTICIPATION. THAT HAS NOT YET BEEN FACTUALLY 

ESTABLISHED, ALTHOUGH DOW HAS HISTORY OF COOPERATION WITH 
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MITSUBISHI, WE HAVE HEARD THAT WHEN DOW HAD TRIED TO PRESSURE 
MITSUBISHI ON THE SALES OF EDC TO BE PRODUCED FROM THIS PLANT, 
MITSUBISHI HAD REFUSED TO GO ALONG AND JOINED FORCES WITH ALCOA 
AND ICI INSTEAD. 

THE BIGGEST OBSTACLE NOW FACING THE VARIOUS PARTICIPANTS 
IS HOW TO GET NINE PARTIES TO THE NEGOTIAIONS: ALCOA, 

ICI, MITSUBISHI, AMPOL, CSR, AIDC, DELHI/SANTOS, SOUTH 
AUSTRALIAN GOVERNMENT AND THE FEDERAL GOVERNMENT TO COME 
TO TERMS. IF THIS GROUP CAN PRODUCE A SATISFACTORY 
AGREEMENT, CONNOR WILL PROBABLY BE HAILED AS THE "SECOND 
GREATEST" MINISTER AUSTRALIA HAS EVER HAD. 

END COMMENT. 
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